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SUB J : NON-FAT DRIED MILK MIXING REGULATION 
REF: (A) STATE 57607, EC BRUSSELS 2431 

1 . EMBASSY PROTESTED COMMUNITY’S DECISION TO IMPLEMENT 
NFDM MIXING REGULATION ON MARCH 1 1 TO DR. FREITAG, WHO 
HEADS MFA DESK RESPONSIBLE FOR EC TRADE POLICY ISSUES, 
AND TO AGMIN OFFICIALS. 

2. FREITAG RECALLED THAT FRG HAD BEEN AGAINST MIXING 
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COMPROMISE WORKED OUT WITH THE FRENCH. ALTHOUGH THIS 
COMPROMISE INCLUDED A PRICE INCREASE, FREITAG ARGUED 
THAT OTHER ELEMENTS OF THE COMPROMISE WILL OVER TIME 
LESSEN THE SURPLUS NFDM PROBLEM. FRG HAD FOUGHT FOR 
COUNCIL DECISION FIXING DEFINITE DATE FOR IMPLEMENTING 
PRINCIPLE OF FINANCIAL CO-RESPONSIBILITY OF PRODUCERS 
AND SETTING FORTH A SPECIFIC MECHANISM TO BE FOLLOWED. 
THE COUNCIL REFUSED TO GO THIS FAR, BUT DID AGREE TO 
REQUEST THE COMMISSION TO MAKE PROPOSALS BY SEPTEMBER 
1 FOR IMPLEMENTING CO-RESPONSIBILITY PRINCIPLE IN NFDM 
SECTOR. SUCH PROPOSALS WOULD FIRST GO INTO EFFECT 
DURING 1977-78 AGRICULTURAL YEAR. IN VIEW OF THIS 
DECISION, FREITAG DID NOT THINK WE WERE QUITE 
CORRECT IN CONTENDING THAT THE COMMUNITY HAS NOT 
ANNOUNCED ANY ACTION TO DEAL WITH THE CAUSES OF OVER- 
PRODUCTION. WHEN EMBOFF EXPRESSED DOUBTS ABOUT THE 
COMMISSION'S ABILITY TO COME FORTH WITH RECOMMENDATIONS 
HAVING ENOUGH TEETH TO ACT AS AN EFFECTIVE RESTRAINT ON 
PRODUCTION, FREITAG SAID THAT THIS WAS ALSO HIS 
CONCERN. FRG WOULD TRY TO MONITOR THE COMMISSION'S 
WORK, SO AS TO ENSURE THAT THE PROPOSAL IT RECOMMENDS 
WILL BE EFFECTIVE. 

3. ACCORDING TO FREITAG, THE COUNCIL ALSO AGREED TO 
REDUCE INTERVENTION PRICES FOR NFDM BY 2 PERCENT ON 
MARCH 15 AND BY A FURTHER 1 PERCENT ON SEPTEMBER 16. 

NFDM PRICES WILL STILT. BE DIRECTLY RELATED TO WHOLE 
MILK PRICES, BUT ONCE THIS RELATIONSHIP IS ESTABLISHED 
THE REDUCTIONS JUST AGREED UPON WILL BE APPLIED 

TO THE INTERVENTION PRICE. AS A THIRD MEASURE, THE 
COUNCIL AGREED TO INCREASE NFDM FOOD AID SHIPMENTS TO 
200,000 TONS IN 1976. FREITAG HOPED THAT WE WOULD TAKE 
INTO ACCOUNT THESE ADDITIONAL MEASURES BY THE 
COMMUNITY TO DEAL WITH ITS NFDM SURPLUS. WHILE HE 
UNDERSTANDS WE WILL TAKE OUR COMPLAINT TO 
GATT, HE HOPES WE WILL TRY TO AVOID A MAJOR CONTROVERSY 
THERE, FOR SUCH A CONTROVERSY WOULD DO NEITHER SIDE 
ANY GOOD. 

4. REPRESENTATION AS PER REFERENCED CABLE MADE TO MINAG 
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OFFICIALS MARCH 11. MINAG WITHHOLDING COMMENT AT THIS 
TIME. AGATT WILL REPORT FURTHER AFTER MINAG HAS TIME 
TO CONSIDER REPRESENTATION. 

HILLENBRAND 
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